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EXPLORATION AGREEMSNT WITH QPTI?N TO LE;SE §¥gﬁﬂjqidf3f7

THIS EXPLORATION AGREEMENT WITH OPTION TO LEASE ("Agreement™) :is
day of :;i[ﬁZWﬂfer": » 1985, by

" whose.

Incorporated,' a Delaware 'corooration,
\ddress is P.O. Box 7, Catawba} South Carollna"é97b4'(hereihafter

referred -to as- “Optlonor ), successor in 1nterest by mergers and name

:hanges-to.Catawba Txmber-Company, and Amselco Exploratlon Inc., a

Jelaware corporation, whose address is 90 West Grove ‘Street,: ‘Suite
"Amselco") .

{00, Reno, Nevada 89509 (hereinafter referred to as

WITNESSETH

In consideration of the covenants and agreements heréin con-

tained, the parties agree as follows:

Article 1 Rights Granted
a. (Grantwmof:-Exploration nghts. For a period commencing as of

the eru;' ... day’ Qf" )4p*?mﬂer’ - . 1§8S,_and ending

dwetueﬂ(12) months thereafter- (herelnafter referred ‘to as_ "Primary

forgLWOaLZ) immediately

Term”) and 1n the_event Amselco so elects,
succeedlng perlods of twelve (12) months (herelnafter referred to in | =—
==

the 51ngu1ar~as—"Extended.Brrmary Term.).-thlonor does hereby ‘grant

to ‘and  from, ‘in,

10755568

to Amselcq_the.r{ghts ot'ingress-and‘egress

HML052485
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ipon or under, all or any portion of the lands described on Exhibit A

(hereinafter referred to as "Subject Premises") attached hereto and

nade é part heréof. The total acreage of the Subject Premises shall

e deemed to be one hundred forty-eighf and two hundredths (s1:48%0:20L
acres until such time as Aﬁselco may reducé iﬁs holdings in the Sﬁb-.
ject Premises pursﬁant to article 13 or until such time as a more

accurate éurvey of the Subject Premises shall disclose a greater or

1es$ef acreage constituting tﬁé Subject Premises. Optionor further

grgnts to Amselco the'righé £rom.time'to'time to sample, to driil, to

prospect, to trench and to do d; maké Quch éthér gediogical, geophysi-_
cal, gedchemica; or other invesfigator? use ‘thereof as Amselco_degms.
neééssary in its opinipn-adeQUateiy to sample, aqélyzé, dgtérmine and

otherwise search for depésits of minerals in anleffort to deﬁerminé

mineral reserves in and under the Subjéct Premises. For purposes

ﬁe:eof, "minerals" shall mean all ﬁetallic or non-metallic minerals

and ores which contain mineral matter or substances, now held or

subsequently acquired by one or more of the pafties, in and Under;the

Subject Premises excluding only coal, oil,-gés and associated hydro-

carbon substances.

In the conduct of all such activities, Amselco shall (i) use due
'caré and do no more damage to the Subject Premises than is reasonably -
incident to the exercise of tﬁe rights herein granted; (ii) conform
with nationaliy.accepted engiﬁeering and mining standards and prac-
_tices; (iii) comply with all laws and éove:nmental rules and regula-
tions applicable to such activifies-on the Subject Premises; and (iv)
compensa@em@pt&onor“for«ahy*damagg to such part of the Subject Prem-

ises.
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b. ¢(GEINEEK ofs lbtﬁéhﬁfﬁiﬁeaseﬁ fOptionortdoes hereby grant to
smselco, and its'successors'and'essigns, the exclusive rlght and
ption to leeset in the manner as described in Artxcle 3 below and in
3ccordance:‘with all ‘other terms  and conditions as hereinafter set
forth, &ﬁ&ggﬁ@ddyﬁohémoramOremoEEtﬁéﬁiﬁdeEdualﬂtracgs included in the
Subject 1Preﬁiseé, together' with all ores, minerals, materials and
minerel rights appurtenent thereto except' coal, oil,.gas and associ-
ated hydrocarbon%substanees within,-on'or under. the bouhdarles ofhthe
tracts_so leased. For'pdrposes of this Adreement and ahy Mineral

Lease Agreement'effected hereunder, ' the word tEact? shall mean and

refer to a srnglencontrguous“Bédyﬁof ‘land.

Article 2 ﬂCbntrobaandwUse of. Property

In the event Amselco exercises its option to leaee in theumanner
set forth, a Mineral Leese'Agreement”will\be deemed to.have.heen
establiehed diving and granting to amselco the .immediate and exclusive
possession end cohtrol”of those tracts of .the Subject Prehises leased
by Amselco (hereinafter referred to as -"Leesed .Premises") toqether
with the.exclusive right further to investigate, explore, examine and
thereafter develop and work the ‘same .(by: underqround mlnlng, surface
mlnlng, strlp m1n1ng or any other method 1nclud1ng any method here-
after developed), to use and control the waterza ndﬂwaterwrlqhts appurs-
tenant - thereto- to mlne and remove from the Leased Premlses the ores
and mlnerals thereln, thereon-and belohglng thereto; to deposxt waste
thereon; to treatl'mlll, store}oshlp,:sell and otheryise dispose'of

the ores and minerals and to.receive the-full proeeeds therefrom; and
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o erect and operate thereon and therein buildings, structures, haul-

e

...;:_‘..e_-é?' .

geways, ?Eﬁﬁ%% tailings ponds, ¢EGads%; égﬁpgmﬁngs;'eﬁ€£¥ﬁﬁy¢
tachinery, equipment and any other improvements deemed by_Amselco'és'
iecessary, useful or convenient for the full enjoyment df all of the

rights grantéd'to Amselco herein. The nature,.location and éxﬁent of

such exploration, mining or mining operations, if any, and the cessa-

:ion and'resumption thereof, shall be at the sole discretion of Amsel-

zo fd: so long as this Agreément or any Mineral Lease Agreement estab-

lished hereby is in effeét,‘subject,-however, to such restrictioﬁé and

limitations as may be'impo§ed by law. The Sﬁbject Premises énd peésed

Premises are hereinafter ;eferfed to collec;ively as "Premises" with

all references thereto being applicaﬁle during béth the ériméf& and

any Extended Priméry Term and during any Minerél tease Agreemeht

effected'héreunder.

Ahselco is Eufther granted under any Mineral Leaée Agreement
createa hereunder the exclusive right to produce, remove, treat,
_stoékpiie or Eranéport_any'ores, minerals, matérials, waste and over-
burden from the Leased Premises or other lands and the ridht to mine
and remove all ores and minerals from the Leased Premises through or
by heans.of sﬁaf;s, openings or pits which may be madé in or up&d
adjoining or nearby properties. Amselco's operationé hereundér; and
its mining of adjoining or nearby lands, may be conducted as a'singié.
mining operation upon the Leased Premises and upén such'othér lands to
the same extent as if the Leased Premises and all such'other.properQ

ties constituted a single tréct of land.



o

' ' o _ L&WM10638A-15]
irticle 3 ExercisesofOPEToR Lo LeasE
At any time during the Primary Term_of;this-Agreement.or any
ixtended Primar? Term as provided in Article 1. above, Amseieellnay
:xercise its option to lease either all of the Subject Preﬁises-or any

of the entire tracts included therein by depositing written notice in
et g .

thesUnjited States mail at any timeeﬂﬂﬁﬁﬁ@ﬂ@ﬁ?ﬁ?&iﬁ%%y%ahd/or any.

ggggggg Bgfmagﬁﬁgegﬁ?hereof, addressed. to Optionor at the address

indicated in Article 22 below. Said notice shall describe or other-
wlse deplct by representatlon the tract or tracts of the SubJect

Premlses selected by Amselco to constitute the- Leased Premlses.

Article 4 BurationzofzLease

Unleés. sooner terminated as hereinafter provided, 'any~.Mineral
Lease Agreement established in eccordance with the terms he;eof sﬁall
be effective as of the date and year indicated in the notice conveyed
pursuant to Arffcle 3 and Article 22 and shall continue for so long as
Amselco continues to make advance royalty.payments or produetieh“”
royalty_payments in the manner as hereinafter set forth; provided,-

LT WS

however; that this Aqreement shaﬁﬁﬁgenmanabeﬁtwenby (205 years~after
the dete Amselce exercises-its option-to lease the Premises, uhless.,
prior-te that dete, Amselco dec1des Eo..pursue commerc1al productlon,
notifies" Optlonor thereof and commences filing 1n1t1al governmental
permlts requ1red to be01n commerc1al productlon.. Should Amselco cease
to Dursue dlllqently commerc1al productlon after such annlversary date
twenty (20) yea:s_followlng the date Amselco exe:c;ses its option to

lease the Premises, ‘then Optionor may terminate this Agreement by

notifying Amselco thereof pursuant to Afticle 20 and Article 22. All
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eferences in this Agreement to "year" or "lease year" shall mean the
welve (12) month period beginning on the effective date indicated in

he notice or on an anniversary date thereof unless the context clear-

Yy requires some other interpretation.

rticle 5 @aymentrSchedule

a. Rental Payments/Primary and EXtendéd'Primary'Terms. Amselco
lgreés.té pay to dptidnor upon the execution of this Agreement by:the
r>arties the sum oféﬁﬁ&ﬁﬁ%&@ﬁ%&ﬁ§H$S5ﬂgﬁOﬁmpenﬁacregasgrental for the
_inimany;Term¢§ Should this Agreemenﬁ still be in effect, Amsélco
agrees té pay to optionor the suﬁ of ﬁifxy;dollapg;j§§0;QQigper:adrq*
sn or before the first annivefsary of_the'effeqtive date of this
Agreement &Eiﬁéﬁfél;fqr‘the;first Extended Primary Term. Should ihis
Agreémenﬁ still be in éffect, Amselco agrées.to pay to Optionor the
sum of'éijtxmﬁQAQEEEﬂ$§igigglgper;ag;g;on or before the second anni-
versary of the effective date of this Aqreément as rental for the
 second’ Extended Primary Term. |

b. g&@%am@gﬁﬁ@nimumﬁRoyaﬂty%Paymen&gE In the event Amselco
exercises_its option to lease any tract or tracts of the Premises in
the lnannér.ébove set forth, Amselco agrees to pay to Optionor the'
following sums'per year as advance minimum.royélty payable on d:
before the effecﬁive date of said Hineral Lease Agreement and on 6:

before each anniversary'daté thereof:

‘Year _ Advance Minimum Royalty Payments

Year one $ 15,000.00

Year two $ 30,000.00

Year three $ 45,000.00

Year four $ 60,000.00

Year five $ 75,000.00

‘Year six $ 90,000.00
$100,000.00

Year seven and beyond
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he advanoe minimum royalty'shall be adjusted to its equivalent dollar
‘alue to refleot‘the change in the Consumer Price Index for all Urban
‘onsumers _Published by- the 'énreau of Labor 'Statisticsf of the U.S..
)epartment of_Labor, from the effective date of this Agreement: to the
late of the end of the.last calendar quarter before the advance mini-
aum royalty'pa§ment-is due. Advance minimum royalty payments shall be
app116d against payment of productlon royalties for a per1od of three
{3) . years 1mmed1ately following the due date of -the. advance m1n1mum
royalty payment. Any-part of an advance minimum royalty payment wh1ch

has not been applied against productfon royaltieSfon;the third. anni-
versary of the due date of that payment shall not thereafter be

applied agalnst productlon royaltxes.

c. Productlon Rox_lt1es. 'Upon the commencement of commercial

production on the Premlses, Amselco shall pay to Optlonor a royalty in

an amount equal to six pgrcent (6%) of the net_smelter return received

or mineral sales made, if any, from ores mined, saved and marketed
from the Premises. In the event a particularly valuable -ore bod? is
found, then the royalty rate provided.for previously in this Article
5¢ will be increased from six percent (6%) to. eight and one-half
percent.(é 1/2%) of the net smelter return received on all minerals
for each appllcable quarterly payment. *“A'particdlarlylvaluable ore

body" is one whlch y1e1ds a quarterly average net smelter return of

af c(ﬂzw

qreater than one hundred thlrty-flve dollars ‘($135.00) per short ton QH137§°,
"""""bcu,('nsf

of processed LOre. The sum. of one hundred thlrty flve dollars iecqe.cs

ot T PP e T B

($135.00) referred to in the precedlng sentence shall be sub1ect to
escalation based upon the Consumerrprlce Index_for all Urban Consumers

published by the Bureau of Labor Statistics of the U.S. Department of
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.abor.:'The sum” for. purposes of ascertaininq the royalty payments for
particularly valuable ore body in any giden.quarter shall be the
reater of one hundred thirty—five dollars (5135.60) or.the shmsof'one
undred thirty-five.dollars ($§135.00) multiplied by a percentage equal
.0 one 'hundred "(100) plus the percentage increase in the Consumer
'rice Indek_for'aii Urban Consumers from the effective date:of the -
\greement to the date of the close of the calendar quarter :fcr which
1 prcduction.rdyalty payment is due. | |

All minerals extracted from ores mined from the Leased Premises,

et smelter return reCEIVGd or metal -sales made, if any, shali be
2videnced by duplicate settlement-statements furnished to Obtiondr by'
Amselco. - Royalty settlements shall be made by Amselco on or before
the thirtieth (30th) day after the end of the calendar quartet in
which net smelter returns are received or metal sales are made by

Amselco from ores mined from the Leased Premises. Each statement

. furnished to Optionor shall be deemed to be correct and binding unless

Optionor, within ninety (90) days of its receipt, notifies Amselco

that it disputes the correctness of each such statement and specifies

its dbjecticns in detail.

"Net smelter return" shall mean all sums paid to Amselco for
M‘.m--

——— e

ores, concentrates or other products mined, saved and marketed from.

[ N thm-
the Leased Premises after deducting all charges for loadlng, for

1nsur1ng and for transportlng to place of sale,_all processing charges

e A st K o 2 AP b Y AT T Lo PR

made by a smelter and, in the case of leaching operatlohs,'all pro-~

R s i T 2 LTIttt A A M 14 TR AT AT O AT ey ““‘W*ﬁ.ﬁmbum‘n\, oy S T A BRI AN gy .

cessing and recovery costs 1ncurred by Amselco beyond the p01nt at
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which the metal being treated is in solutlon, and product1on, sever-
PO S e it 47 e T ) T,
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ance and exc1se taxes pa1d to any lawful taxlng authorlty
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If such ores, concentrates or other products are sold for pro-
:e551ng to a mill, Smelter or other proce551ng Eac111ty owned or
:ontrolled by Amselco,‘then the sums paid to Amselco shall be -deemed
o) be no less than the sum that Amselco would have received if the
;ale had been to an independent mill, smelter or proce351ng facility

.?easonabl’_y____avail_able_ to Amselco at the time of delivery and after
leducting_the ahove-specified charges and taxes.

-d;. At.all,times during the term of this“Agreement_and during the
¢ oterm of,any Mineral Lease Agreement created hereunder, Amselco shall
ceep accurate_hooks( records and accountsmof all of its operations in,
>n or under the Subject Premises or the Leasederemises. Said books,
records and accounts shall be open and available for inspection'by :
Optionor, its accountants or attorneys, at the offices of Amselco on-
the Subject or Leased Premises or'eISewhere; during normal business
hours, . for the purpose of comparlng and ver1fy1ng the accuracy of
payments and royalty settlements made by Amselco. Further, said
- books, records and accounts shall be maintained and available to
Optionor for a period of at least'three‘kﬁ)-years:durihg the terms of
the Agreement and any Mineral Lease Agreement'created hereunder and -
for at least three (3).years_after the cancellation or termination of

this Agreement or Mineral Lease Agreement?created_hereunder.

Article 6. o gglg§~gng_ﬁssessments

Amselco shall pay all taxes assessed agalnst any improvements

which it may place on the Leased Premlses and shall pay any increase
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in taxes on the Leased Premises as a result of its operations thereon.
\mselco shall not be liable for any taxes levied or measured by income
>f Optionor or based upon payments made to Optionor by Amselco under:

this Agreement or any other Mineral Lease Agreement created héreby.

Article 7 . Commingling

Any minerals produced ffom the heased Premises.may_be'mixed 6r
commingled with any other minerals or materiels f;om other properties
if they have first_been weighed and assayed or if other procedures.
consistent with good minihg industry practices'ere used by Améelco to

determine the quantity and g;ade'of minerals produced from the Leased

Premises.

Article 8- No Express or Implied Covenants

Nothing ih this-Agreement nor in any Mineral Leaee Agreement
creaeed-hereby, including rentais'or royalty payments, shall impose'
any obligations or cernants upon Amselco, express or implied, 'to
.conduct any ekpioration, development -or mining operations'upon the
Premises, it being the intent gf-the parties tﬁat Amselco shall'have
the sole discretion to determine the time,-mefhod, manner aﬁd-rate of

conducting any operations thereon.

Article 9 Inspection
Nt e et

' The Optionor, or its duly authorized agent or representative,
shall be permitted to enter into or upon the Premises and the workings
~of Amselco at all reasonable times for the purpose of ‘inspection,

examination, surveying, measuring, sampling or performing assays but

10
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shall make 'such entry so as. not to.hinder unreasonably the operations
of Amselco, and Optionor shall indemnify and hold. Amselco harmless
from any damage; claim or demand by reason_ef injury to or the

DY . . .
presence of Optionor or its agents or representatives or any of them

_on the ér%nfses or the "approaches thereto, not resulting from the

negligence 'of Amselco.

Article 10/ "Protection from Liens
| : '

AmselFo shall, at its expense, keep the Premises free from all

. ¥ . N - ‘
-liens resulting from its operations thereon; provided, however, that

Amselco shall not be required to remove any such lien so long as it is

contestingi in geod faith, the -validity or the amount thereof.
l
1

Article 11: Indemnification and Insurance
e i T g — ey

a. ?mselco hereby agrees to indemnify and hold Optionor harm-

less froﬁ?and against any and all claims and. demands for personal
t : .
injury, including death, whether to Amselco's employees or otherwise

"and for property damage resulting from or arising out of Amselco's

operatidns on the Premises or -any dther.activities of Amselco which
are related'td such operations; whether such"claims or demands.arise
durlng the Primary or Extended Terms ocr. during the term of any Mlneral
Lease Agreement effected hereunder. Property damage as used in thls
Article 11 shall nbt“include danageS'to ‘the Premrsee-or the timber
thereon for whlch prov151on is made 1n Article 15

b, Before commenc1ng ‘any- act1v1t1es upon the Premlses and
durlng the term of any Mlneral Lease Agreement effected hereunder,

Amselco shall obtain and malntaln in force the followlnq insurance:

11
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(1) '~ Workmen's Cdmpensation as required by the laws of thg
Staté-éfzsbu;h‘éaroliﬁa; | | .

iii)_ Automobile'and‘vehicle liability.insurance with a
minimum individual limit of five hundred =@ thousand dollars
($500,000.00)-ahd aﬁ'aggregate-of one million dollars ($1,000,000.00)
for any one accident; ‘and . ' |

.(iii) ComprehenSive.public liability with the same indi-
vid@al and aggregate limits as herein reguired for automobile and
vehicle insurance. | |

| Amselco shall provide to Optionor.current}insd:ance_cer;iﬁicates
listing thefabové referencediinsutancé poiiciés, showing the dates of
.expiration, the'limité'thereof énd,providing';hat_said insurance[will
not be cancelled or cHanQed until -after ten (10) days' wrigten noﬁice
to Optionor.

C. An& failure of Amselco to observe -and comply with paragraphs
a and b of this Article 11 shall constitute a default within the
: meéning and. intent of Article 20.

d.? In the event Optionor conducts any operations .on the
Premises,.bptiodor shall indemnify and save-Amseico harmless from and:
aéaiﬁst any and all Elaims and demands for damages_for.persdhal in-
jufy;'inCIUding death, to any person and for property other than the
Premises resulting from or arising out of Optionor's opera;ions on the
Premises or any other activities “of Optionor which are related to ‘'such
_operations,_whether such claims or demands arise during the Primary 5r

Extended Terms or during the term of any Mineral Lease Agreement

effected hereunde;.

12
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Article 12 Representations and Warranties

Optionor represents and warrants that it has not conveyéd_to
others any interests- in the - Premises that are in conflict Qith, in
limitatiéh'of or in any way inconsistent with the rights héreby
gfaﬁféd EoAAhSero{ except for easements and rights-of-way that aré
vigfble:on tﬁe.gfound or of record. Except as exp:éssly set ﬁérth in
thé‘preCédin§ séqt§ﬁce, Optionor makes no representations or warran-
ties as to its ownership ‘in the Premises or the rights_gfanted-hereby.
Optiondr represents that,-except as otherwise stated-ébove, Optionor
has the:fu;l righﬁ, power and capacity to enter into_this“Ag:eemgnt
'and'intd'any Minéfal Lease Agreement_c;eated_hereby upon_the terms and
condiﬁipné herein contéined and that the_PresiQent oE,Cétawba Timéer
-Compan§ diQision of'Bowater-Incorpérated has the expregs-authofi;y to
_execﬁte this'instrumént on behalf of Bowater Incorporated.

In the eveént of a suit, adverse claim, dispute o;'question as to
ownefship of all or an} portion of the Premises oflgf-the_right to
recéiveiany royalties or other payments herein; Amselco shall not be
in default in payment of any sum due hereundef until thirty (30) days
after Amselco has been furnished with certified copies.of legal docu-
mehts éccepﬁable"éo Amselco disposing oﬁ sucﬁ.suit,.claim or dispute.
In the eveﬁt of?defects in;Eitle:yhich-Optionot-fails.to cure to the
satisfaction of Amselco within a féagbnabié-tihe after notice from
Amselco, Amselco may cure_éaid~tit1e defebtsuand deduct the expense
théréof;' }ﬁciﬁdingilreasonéblé*-attbfﬁé?s"-fées; ff;m_.che succeeding
installments'ofﬁtehtai,_édvahCe”minimum_royalty;or_royaipy payments.

.6§fidﬁér'éiso méké§'notréprésentationéio:fwarrantiés.as to the

condition of the Premises, and-Amselco shall accept the same as is.

13.
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Article 13 =~ Cancellation
A/\—_\.——

a. Notice. ' Amselco expressly reserves the right, notwithstand-

ing any previous rental or royalty payment or payments, to cancel and

terminate this Agreement and/or any Mineral Lease Agreement.created-

hereunder at any time with respect to ‘all or any tract or tracts .of

the Premises by giving or mailing to Optionor written notice at least

fifteen (155 days prior to the termination date to be specified in
m. : . . . N o

v

said notice. Upon suéh.canéellation, all obligations of Amselco,
including the obligation to make payments, -shall éeaée forﬁhwiqh with
respect'to the'specifigd tract.or-tracts of the Premiseé except as to-
any obligations accrued but unsatiSfied prior to the termination date.
Optiondf shall be ent;tled to retain all Suﬁs previously prdperly paid
by Amselbo. This Agreement and/or any Mineral Lease Agreement created
hereby shall remain in.full force and effect with respect to all other
portions of the Premisesf

b. Written Relinquishment or Release. . In the event of any such
cancellation, and upon the request of Optionor, AmselCo.shall make,
execute, acknowledge and deliver to Optionor an appropriate writteh
relinquishment or release, releasing the tract or tracts of the

Premises no longer subject to this Agreement back to Optionor.

Article 14 Lesser Interests
R I

Without impairment of the above warranties and representations,

if Optionor owns less -than the entire estate herein granted in any one

or more tracts of the Premises, then all rental payments, advance

royalty payments and/or production royalties.to be paid for product

14
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mined and extracted from such: tract or tracts shall be reduced and
paid only in the proportion to which Optionor's;interest in_saidhtract
or tracts of the Premises bears to. the entire estate'andminterest
herein.granted; Failure‘of_Amselco to reduce in a timely manner any

royaltles or- other payments shall not impair Amselco's rlght to ‘make

such reductions subseguently. S .

Article 15 Surface Use and Protection

Amselco .shall conduct 1ts operatlons on the Premlses in a sate
and proper and legal manner, employlng generally accepted m1n1ng
.practices,"uSind modern and eff1C1ent machlnery and equ1pment of a
capac1ty sultable to: the terraln and the method of m1n1ng employed,
and shall take due precautlon to prevent waste and unnecessary damage
to the Premlses. 'Amselco shall comply.w1th all laws_and governmental
ruies and regulations ‘applicable to its-operations .on the Premises,

whether now or hereafter in force. Optionor shall have the r1gh£ﬁ£9

_______,.—A"‘""—!m

use the surface of the Premises for timber operations until such time

T i e T et e g AT e

or times as Amsélco gives wrltten notice- to Optionor, if ever, that

Optionor must cease its use of a tract or tracts of“the,Premises'and
vacate such tract of tracts. ' - . . ,

.Durlng the Pr1marxﬂze£m~or Extended Prlmary Terms, Amselco shall
i A o A

e o T

A A e e et

compensate Optlonor for removal of or destructlon to t1mber by Amselco

e BN e AV ¢ 0y -:N'l" L s P v a7 A Lty Tt 0TI T g g e YT ST s el
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1n the amount of three dollars ($3. 00) per tree Eor non-merchantable

e e S g e P T o S

timber and twenty -five dollars ‘£§2§i99) per tree ‘for merchantable

O ELES e

timber. “Merchantable timber® shall_mean a treeuof.at;least six

inches (6") in diametér measured-at breast height. .All other standing

trees, whether suitable for, or which may become suitable for, saw

15
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timbef,”pulpwood, othér saleable stumpage product-or.o;her commercial

uses, shall be considered non-merchantable timber. -

beran S

K

After”the_exgrc1se by Amselcqypﬁ ;;gﬁopt;on Fo‘lea§e the Pre@-

ises as provided in Article 3, if Amselco has provided written notice

-

to Optionor (i) to vacaté a tract or tracts of the Premises, (ii) that
Amselco intends to commence mining of a tract or tracts of the
Premises, or (iii) that Amselco intends to dump mining wastes on a

tract or tracts of the Premises, Amselco and Optionor shall, within

‘thirty (30) days of receipt of said .notice, enter into exchange and

e aas

agency agrééments covering each entire tract concerning which such

notice was given. The exchange agreement shall provide . for an
exchange of such entire tract or tracts which will qualify as exchange

of like kind préperty with nonrécognition of capital gain undér.Seé-

tion 1031 of the Internal Revenue Code of 1954, as amended, and rules
and regulations thereunder. The exchange agreement shall provide that
Optionor will grant all of its right,-tiﬁle and interest in gggﬁw
gntire tract concerning which such notice was given, to Amselco in an
exchange of like'kihd property when such like kind property having a
value eqhél to that'qf the tracts éoncernihg which notice hég been
given has péen designated by Optionor and aéquired_in Amselco's name
fof. exchangé to Optionor. Optionor, in conveying its property 'tp'
amselco, shall rgserve uhto itself, its successors and_assigns, all
coal, oil, gas, associatéd hydrocarbon substances and all other miner-
als, as defined in Article 1la hereof,-and mineral rights in, on_br
under the property so conveyed, together with the righ; to explore for

and remove the same by ahy method, subject, however, to the Mineral

16
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Lease Agreement from.Optionor to_Amselco provided in Article 1b here-
of, which Mineral Lease Agreement shall be deemed to incorporate said
minerals and mineral rights reserved by Optionor hereunder and which
Mineral Lease Agreement shall survive such land exchangea Subsequent

" to the notice to Optionor specified above, Optionor shall be allowed a

reasonable t1me before completlng the land exchange to harvest andm

o LD MDA T A A NPT

remove any and all tlmber from the | tracts speclfled in the notxce.

ety ST P cm-)d"—"‘

i aa LI _"1‘ wEIT R SR L

For purposes of any. exchange made under this Agreement, the

s

property conveyed by Optionor to,Amselco shall be deemed.tolhave a
value of three thousand'three-hundred”seventy-eight and_38/100 dollars
Liikzzg;igl;per'acre,'adjusted in. the samevpercentage-as the Consumer
Price'Index'for all -Urban Conspmers published by the U.S. Department
of Labor shall have increased oredecreased between the eﬁﬁective date
hereof and the end of the calendar quarter immediately preceding the
date of any exchange agreement made hereunder.

Each party shall use its best efforts to avoid unnecessary interf
ference with the operations of the other on each and every tract of
the Premises. The parties further agree to cooperate in designing and
constrncting'aCCess roads in order to minimize damage to'the-PremiSes
and to any timber ‘owned by-OptiQnor thereonfand shal;_use existing
‘roadways to the“extent'that-it'is reasonably‘possible-to'do_so.

Upon cancellatlon or other explratlon of . thlS Agreement or of any

MR AR TR iy T A s UL

AP LRSS

Mineral Lease:Agreementeestabl1shed hereunder, Amselco shall f111 any

o WA A, rn,.cmwp T o s g

test pltS or . trenches it has made . 1n,the-sgrﬁace of the terminated

it R e LT

portlon of the Premlses, and. fill”or.fence, at Amselco's discretion,
any other holes, reseed ~any dlsturbed areas of the surface other than

holes or excavatlons and- in all other ways comoly with applicable

17



federal, state or local laws rélating to reclamation or environmental
proteétidn._'In any event, Amselco will indemnify and save harmless
Optionor against any failure of Amselco to comply with any appligable

governmental environmental laws, regulations or ordinances.

Article 16 Surrender of Data
—

In the event of any termination of this Agreement . or of any

Minérél Leaée'Agféement“esﬁablished hereunder, Amselco shall furnish

dptionor with one set of'all_available noninterpretive data, if any,
pertaining-to the Premises and develdped-or prepa;ed by or for Am-
seléd;'prévide&, however, that Amselco shall nbt_bé_liable-to Optionor
fof the accuracy of completeness of any such-data and furthef'p;byided
thdt 6p£ionor shall keep all such data confidential ﬁo thé-extent

provided in Article 23.

Article 17 Removal of Equipment

Upon any.partiél or complete termination or expiration of this
Agreement 6r of any Mineral Lease Agreement establisﬁed hereunder,
Amselco.shall have a period of one (1) year from and after the effec-
tive date of termination in which to remove from the terminated tract
or Eracts of ;he Premises all of its machinery, buiidings,_structures,
facilities, equipment and other property of every nature‘and dgscrip—
tion erected, placed or situated thereon, except supports, track and
pipe placed:in shafts, drifts or openings in or on the,P;emises, Aﬁy
property of Amselco'not so removed at the end of said one (1) year

periodfshall become the pfoperty of Optionor; provided, however, that

Amselco does not make any warranties as to the condition of any -such

18
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property. Amselco shall have the right to keep a watchman on the

Premises during said one (1) year period.

Article 18 - Force Majeure

Except for the payment of rentals or royalties and as otherwise
limited herein, Amselco shall not .be deemed to be in default or to
have ceased performance or opérationé.hereunder during,;ny period in
which performance'or operations are .prevented by any cause_reasbnably
beyond Amselco's control, each of which cauéps is célled "force ma-
jeure." Force majeure shall include, without limitation, fire, flood,
windstorms, éthe; damage from the elementé; strikes,.labof disputes,
inability to obtain competent workmen, riots,_unavailabili;y of t;ansf
portation or neéessary équipment; lack of a.market reasonably satis-
chtory to Amselco for ‘product from the Leased Premises; acts, lqws,
regulations or orders of any gbverhments or agencies acting under
semblance of'authority; litigation; or any oﬁhe;_causes or conditions
not reasonably within the control of Amselco. All periods of force
majeure shail be deemed'to begin at the time Amselco stops performance
or bperations hereunder by reasons of force majeure, and Amselco shall
notify Optionor of the beginning and ending déce of each such period.
The pefiodffot disbharging'Amselcp's leiéations with respéct to any
prevented-pefformance shéll 5e:extended for Ehé period of force ma-

jeure.

Article 19 Inurement and Assignment
w - s .
The terms, prdVisions, covenants and agreements herein contained

shall extend to and be binding upon and inure to the benefit of the

19
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successors and -assigns of the parties hereto, provided that no assign-
ment by Amselco of all or any tract or tracts of the Premises shall
relieve or release Amselco of its obligations or liability to Optionor

hereunder.

Article 20 Default and Remedies

If Amselco s;;IIf;Zf;:;~:;;;—T;5 fail to pay the rents and royal-
ties for more than thirty (30)-days after receipt of notice by Option-
or that the same are delinquent,-or (ii) if Optionor notifies Amselco-
that in Optiocnor's coﬁsidétation Amselco has not complied Qith_an?_of
Amselco's obligations'herein. other than the pafﬁents of rents and
royalties, such notice specifyiﬁg'the -alleged noncomplian¢éf_gpqm@ﬁ
Amselco fails to comply with any.sUch obligation or éo commence com;
plying and to pursue diligentiy the same within thirty (30).days of
receipt of said'hotice'from Optionor,'theq, and in eithef such event,
Optionor shall have the right fo terminate this Agreement forthwith
upon notice td Amselco, but no such termination shall limit in any way

Optionor's right to recover damages caused by such default or relieve

Amselco of any obligatiohs‘:heretofore accrued. hereunder.

Article 21 Memorandum of Exploration Agreement with Option to
Lease

The Optionor agrees to execute, whenever requested to do so by
Amselco, a memorandum of this Exploration Agreement with Option to

Lease, and either party may record said memorandum.

20
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Article 22 Notices
Any notice or communication required or permitted hereunder shall
be in writing and shall be effective when personally'deiivered or when

addressed:

If to Optionor: 'Bowater Incorporated
: S P.0O. Box ?
Catawba, South Carollna 29704

If to Amselco: - Land Manager
S L ' Amselco Exploration Inc.
90 West Grove Street
Suite 100 _
Reno, Nevada 89509

and deposited, postage prepaid, and registered or certified with
return receipt requested, in the'United States mail. Either Optionor

or Amselco may, by notice given to the other asfeforesaid; change its

mailing address for future notices hereunder.

Article 23 Cenfidentiality
—— . , _

Optionor shall exerc1se reasonable care, duriné the term hereof,
to prevent the disclosure of any 1nformatlon, including the terms of
this Agreement or of any Mineral Lease Agreement created hereunder, it
may obtain w1th respect to the results of the operations hereunder and
“to prevent the 1ssuance of any press releases concernlng the operaf
tions, except; however} (i)‘that_lf Optionor contemplates selling or
assigning its interest;:it-shail have the“right”to.disclose.reievant
1nformat10n to a potent1a1 purchaser if it flrst obtalns an agreement
in wr1t1ng, satrsfactory-to Amselco, from such third party ‘and fur-

nishes a copy of such agreement to Amselco-that the third party shall

hold confidential the information furnished to "it; (ii) as may be

21
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required by law; and (iii) as may be necessary to enforce its rights
hereunder. This Article shall not prevent either party from recording

the memorandum prbvided for in Article 21.

Article 24 Construction of Agreement
[ S e

This Agreement or any-Minéral Lease Agreement created hereby
shall consﬁitute thg.sole undérstanding of the parties with respect to
the subject matter heéereof, énd no modifiéétion or alteration of any'
terms shall be binding unless such modification or alteration shall be
in writing and properly executed:. This Agreement and any Mineral
Lease Agreement established hereby shall be governed and construed in
accordance with the laws of the State of Soﬁth Caroliné. The title

_héédings affihe various sections of this Agréement are inserted for
convenience only and éhall not- be deemed to-be a part of this Agree-~

ment.

IN WITNESS WHEREOF, the parties hereto have executed this instru-
ment, in person or by duly authorized officer, as of the day and year

first above written.

Executed in the presence of the BOWATER INCORPORATED
‘two undersigned witnesses: S ;.0 .

//],La-&j 4»444-»/ | .By:

dent, Bowater
Company Divigion

A‘/ /% mvz;,o . Attest:

Assistant. Secretary

22
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Executed in the presence of the . _AMSELCO EXPLORA_T.I-QN INC.:

two undersigned witnesses: ' - ﬁ\fv\ 2
SN . '.-'. LS

LI\ e A S L A P Tayl
— | . ' s .Generi_il éy :\;/g%ploratlon
/) : /, - © 7 Attest: - M ﬁﬂiL ,
oy N

HJO M. Lane
/

Assistant Secretary

STATE OF TENNESSEE
COUNTY OF McMINN

The foregoing instrument was acknowledged -before me this ..'/J 2R

day of' QWL__V -~y 1985, by C. H. Hornsby, ]r , Pre51dent of Bowater
Carolina Company D1v151on of Bowater Incorporated a ‘Delaware corporanon,
on behalf of the corporatlon.

(Niee, & Beallars
My commission explres ' ‘ Notary Public
March 3, 1986 oo e

' STATE OF NEVADA
COUNTY OF WASHOE

the foregoing instrument was a'cknowledged befofe me this ..DL’- Fo

day of ,;./u('a;,j ~, 1985, by A. P. Taylor,. General Managér, Exploration,
vl . . ' T . - :

of Amselco Exploration Inc., a Delaware 'cor'por_ation,_. on behalf of the -

corporation.

( o 72///_
\/J 1u,e__ /71% 7 fn" 1

My commission expires: Notary Pu'ﬁllc

o (’\7'8/ JANérTEL HAMM
)é_..:' if. - D//' /'LL

’l

l
%)  Notary Public - State of Nevaca i
. Arpointment Recorced a1 ag™::2 I,

LT T T Ty Ty

MY APPOINTMENT £Yain: ™
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Tract 1282. Parcel'1l

EXHIBIT "A"
- to
EXPLORATION AGREEMENT
with

OPTION TO LEASE

Bowater Incorporated Tract No. 1282, Parcel 1 located in MeCormlck
County, South Carolina and being more partlcularly descnbed as
follows:

Being all of Parcel 1 of Tract 1282 conveyed by East H1gh1ands ‘Com-

pany to Catawba Timber Company by deed dated January 1, 1979
and of record-in Deed Book 49, Page 142, in the Office of the .
Clerk of Court for McCormick County, South Cdrohna, contammg
148 acres, ‘more or less.

The southeastern boundary of said property was subsequently modi-
fied by two boundary line agreements dated November 17, 1980

and November 18, 1980 and of record respectively in Deed Book

54, Page 14, and Deed Book 54, Page 15, in the Office of the Clerk
of Court for McCormick County, South Carolina, so that said prop-
erty now consists of 148.02 acres.

SUBJECT to existing easements and rights of way for public roads
and highways and public utilities, if any, extending into, through,
over, or across the above described property. .

Pricr title reference: Deed ‘Book 49, page 142, Office of the Clerk
‘of Court for McCormlck County, South Carolina.

Said Parcel and Tract described above is a single connguous body
of land and is a single tract as defined in Article 1(b) of the -
Agreement and Option to which this Exhibit "A" is attached.
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